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To the Stockholders of Rich’s, Inc.: 


we celebrate the 90th anniversary of the 
founding of this business it is my pleasure to re¬ 
port to you that we have just completed one of 
the most satisfactory years in our history. It has 
been a year of progress in sales, in net profits and 
in development of plans for the future. 

SALES 

Our sales in the fiscal year recently ended were 
at a new all-time high both in Atlanta and in 
Knoxville. Combined net sales of the two stores 
amounted to $78,693,302 for the 53 weeks ended 
February 2, 1957, a gain of 6.6% over sales of 
$73,845,313 in the 52 weeks ended January 28, 

1956. Without the extra week (which usually 
occurs every six years under the fiscal calendar 
that we use), the sales gain was about 5%. Rich's 
increased its share of total department store busi¬ 
ness in both Atlanta and Knoxville during 1956. 

NET INCOME 

Net income after taxes and reserves amounted 
to $2,555,454 in the year ended February 2, 

1957, an increase of 23.3% over net income of 
$2,072,587 in the previous year. These earnings, 
after preferred dividend requirements, equaled 
$1.72 per common share in the most recent year 
as compared with $1.39 a year earlier. Common 
dividends were paid at the rate of $0.70 per share 
in each of the past two years. 

Net income at the Atlanta store last year was 
at a record high, but was offset in part by a loss 
at the Knoxville operation. The loss at Knoxville 
was substantially less than in the previous year. 


Steps taken over the past year should result in 
continued improvement at Knoxville. Recent 
progress makes us confident that our investment 
in Knoxville will soon prove to be rewarding for 
you as stockholders. 

BUILDING TOWARD THE FUTURE 

Not the least of our accomplishments during 
the past year was progress on plans looking to 
the future of this business. At this time I would 
like to dwell briefly on three aspects of this 
planning: 

1. Broadening of Board Membership and In¬ 
creased Actixnty of Outside Directors — We 
have welcomed two new members to our 
Board of Directors since our last annual 
meeting, R. Howard Dobbs, Jr. and Louis 
Montag. Mr. Dobbs and Mr. Montag are 
prominent businessmen in Atlanta and 
bring a breadth of experience and vision 
to our business. Our “outside" directors, 
both new and old, are participating actively 
in the director committees listed at the 
front of this report. These committees 
usually meet at monthly intervals; their re¬ 
ports are continuously reviewed by the 
Executive Committee, which actuates any 
recommended changes in policy through 
the management committees described in 
the following paragraph. 

2. Management Structure —In a business of 
our size and complexity, successful manage¬ 
ment requires the assignment of responsi¬ 
bility and authority to a fairly large group 



of top managers, each doing his job in a 
specific area but all working together to¬ 
ward common goals. The past year marked 
considerable progress in strengthening the 
management structure of the three major 
functions of our business, namely, mer¬ 
chandising and publicity, operations and 
finance and personnel. The heads of these 
functions, together with the Publicity Di¬ 
rector, the Plant Superintendent, the Con¬ 
troller and the Personnel Director, make 
up the Operating Committee, which in 
weekly meetings reviews results and plans 
in each area of the business and works to¬ 
ward a close coordination of all areas. Also 
meeting weekly is the Merchandise and 
Publicity Committee, comprised of the top 
merchants, the publicity managers and sen¬ 
ior representatives from the operations and 
finance and personnel functions. These 
committees report to the Executive Com¬ 
mittee, which represents the Board of Di¬ 
rectors in giving day-to-day guidance to the 
business and in formulating longer-range 
policies and objectives. 

3. Physical Expansion — Your management is 
continually alert to opportunities for profit¬ 
able expansion of its distribution services 
to the people of Atlanta and of the South. 
We are mindful of the fact that our main 
base of operations is in downtown Atlanta 
and we constantly strive to keep the Atlanta 
plant in position to be of maximum service 
to our public. Decentralization of popula¬ 
tion and industry makes it equally impera¬ 


tive that we carefully consider suburban 
stores. For a number of months we have 
been studying the near-term feasibility of 
developing a major store in the northside 
area of Atlanta. 

FINANCIAL STATEMENTS 

In the following pages you will find the finan¬ 
cial record of Rich's, Inc. in recent years. De¬ 
tailed figures of our balance sheet, income state¬ 
ment and surplus statement are given on a com¬ 
parative basis so that you can readily study the 
trends over the past two years. In addition, at the 
end of this annual statement, you will find data 
showing 10-year trends of several pertinent 
measures of our business. 

NOTE OF APPRECIATION 

In conclusion, I wish to take this occasion to 
express, on your behalf, thanks to the officers 
and employees of Rich's for a job well done. 
Without their ability, loyalty and sense of dedi¬ 
cation the fine results noted earlier would not 
have been possible. 



Atlanta, Georgia 
April 9, 1957 


COMPARATIVE 

RICH 

February 2, 1957, 


ASSETS 


Current assets: 

Cash. 

Accounts receivable: 

Customers regular and installment accounts receivable and other 
current accounts. 

Deduct accounts sold to bank — Note A. 


Less deferred service charges and allowances for doubtful accounts 


Merchandise inventories — at lower of cost (first-in, first-out basis) 
or market, principally as determined by the retail inventory 
method, less allowances. 


TOTAL CURRENT ASSETS 

Buildings, improvements, and equipment—on the basis of cost: 

Buildings and other improvements to leased property. 

Fixtures and equipment. 


Less allowances for depreciation and amortization — Note B . . . 


Prepaid expenses and sundry other assets 


February 2,1957 

January 28, 1956 

$ 2,107,365 

$ 2,619,567 

$21,953,899 

2,000,000 

$20,424,652 

4,200,000 

$19,953,899 

$16,224,652 

636,050 

539,626 

$19,317,849 

$15,685,026 

8,669,258 

9,431,215 

$30,094,472 

$27,735,808 

$ 8,515,990 
5,078,746 

$ 8,506,240 
5,981,532 

$13,594,736 

$14,487,772 

5,518,056 

5,439,250 

$ 8,076,680 
560,238 

$ 9,048,522 
558,604 

$38,731,390 

$37,342,934 


See notes to financial statements. 




















BALANCE SHEETS 

inc. 

id January 28, 1956 


LIABILITIES 

Current liabilities: 

February 2, 1957 

January 28, 1956 



Trade accounts payable. 

$ 2,889.383 

$ 2,978,929 

Wages and other accrued items. 

1,416,642 

1,417,325 

Estimated federal and state taxes on income — Note B. 

2,963,693 

2,405,509 

Portion of long-term debt payable in one year, including at January 

28, 1956, the final installment of $500,000 on 2.25% note payable 
to bank . 

316,000 

600,000 

TOTAL CURRENT LIABILITIES 

$ 7,585,718 

$ 7,401,763 

Long-term notes payable to insurance companies — Note C: 



2.85% notes —after deducting current maturity of $216,000 in 1957 
and $100,000 in 1956 shown above. 

$ 1,084,000 

$ 1,300,000 

2.90% notes —after deducting current maturity of $100,000 in 1957 
shown above. 

1,900,000 

2,000,000 

314 % notes. 

2,500,000 

2,500,000 


$ 5,484,000 

$ 5,800,000 

Reserve for deferred taxes on income — Note B. 

Capital stock and surplus: 

217,000 

89,000 

Capital stock: 



Cumulative Preferred Stock, par value $100 a share, authorized 
43,700 shares in 1957 and 44,400 shares in 1956, issuable in series 
— Note D: 


• 

3^4% series — issued 28,700 shares in 1957 and 29,400 shares 
in 1956; held in treasury for retirement 1,890 shares in 1957 
and 1,275 shares in 1956; outstanding 26,810 shares in 1957 
and 28,125 shares in 1956 . 

$ 2,681,000 

$ 2,812,500 

Common Stock, without par value — Note E: 

Authorized 2,000,000 shares; issued 1,422,144 shares in 1957 and 
1,415,704 shares in 1956; outstanding 1,421,511 shares in 1957 
and 1,415,071 shares in 1956 (after deducting 633 shares held 
in treasury in 1957 and 1956 at cost of $7,791). 

5,963,188 

5,905,649 

Capital surplus. 

785,996 

777,705 

Earned surplus — Note F. 

16,014,488 

14,556,317 


$25,444,672 

$24,052,171 


$38,731,390 

$37,342,934 


Long-term leases — Note G. 























COMPARATIVE STATEMENTS 
OF INCOME 

RICH'S, INC. 

Fiscal years ended February 2, 1957, and January 28, 1956 



Fiscal Year Ended 


February 2, 1957 

January 28, 1956 


53 Weeks 

52 Weeks 

Net sales (including leased department sales of $1,575,667 for fiscal 
year ended February 2, 1957, and $1,410,909 for fiscal year ended 
January 28, 1956). 

$78,693,302 

$73,845,313 

Miscellaneous other income — Note H. 

209,221 

249,304 


$78,902,523 

$74,094,617 

Deduct: 

Cost of goods sold. 

$50,997,199 

$48,097,239 

Operating and general expenses, less carrying charges on accounts 
receivable. 

21,609,511 

21,177,831 

Provision for doubtful accounts less recoveries. 

312,568 

91,634 

Interest on long-term debt. 

309,791 

233,326 


$73,229,069 

$69,600,030 

INCOME BEFORE INCOME TAXES 

$ 5,673,454 

$ 4,494,587 

Provision for taxes on income: 

Federal normal income tax and surtax. 

$ 2,902,000 

$ 2,252,000 

State income taxes. 

216,000 

170,000 


$ 3,118,000 

$ 2,422,000 

NET INCOME - Note I 

$ 2,555,454 

$ 2,072,587 


Provision for depreciation and amortization included above .... $ 1,271,552 $ 1,169,877 


See notes to financial statements. 




















COMPARATIVE STATEMENTS 
OF SURPLUS 


RICH’S, INC. 

Fiscal years ended February 2, 1957, and January 28, 1956 



Fiscal Year Ended 


February 2, 1957 

January 28, 1956 


53 Weeks 

52 Weeks 

CAPITAL SURPLUS 

Balance at beginning of year. 

$ 777,705 

$ 772,736 

Add: 

Excess of par value over cost of Preferred Stock acquired during 
the year — 1,315 shares in 1957 and 933 shares in 1956 .... 

$ 8,291 

$ 4,651 

Excess of proceeds of Common Stock sold from treasury over the 
cost thereof. 

-o- 

318 


$ 8,291 

$ 4,969 

Balance at end of year 

$ 785,996 

$ 777,705 

EARNED SURPLUS 

Balance at beginning of year .• .. 

$14,556,317 

$13,156,943 

Add: 

Net income for the year — Note B. 

$ 2,555,454 

$ 2,072,587 

Addition resulting from elimination of reserves for estimated ex- 
penses —Note J. 

-o- 

418,000 


$ 2,555,454 

$ 2,490,587 


$17,111,771 

$15,647,530 

Deduct: 

Cash dividends declared: 

Preferred Stock — $3.75 a share. 

$ 103,544 

$ 107,020 

Common Stock — $.70 a share (on basis of shares after 2-for-l 
stock split on May 10, 1955). 

993,739 

984,193 


$ 1,097,283 

$ 1,091,213 

Balance at end of year 

$16,014,488 

$14,556,317 

See notes to financial statements. 






















NOTES TO FINANCIAL STATEMENTS 
RICH’S, INC. 

February 2, 1957 


Note A — Accounts Receivable Sold to Bank — Under 
the agreement whereby the Company sold accounts re¬ 
ceivable to a bank, the Company agreed (1) to repurchase 
any of such accounts which become delinquent, and (2) to 
maintain net current assets of at least $15,000,000. Allow¬ 
ances, believed to be adequate, have been provided foT 
any losses on these sold accounts. 

Note B — Deferred Income Taxes —For income tax pur¬ 
poses the Company has, since enactment of the Internal 
Revenue Code of 1954, computed depreciation on additions 
to buildings and equipment on an accelerated depreciation 
method. For financial statement purposes, however, the 
Company has continued to provide for depreciation on the 
straight-line method. While the resulting early-year tax 
reductions are not considered material, the Company has, 
during the current year, adopted the practice of making 
provision in its accounts for the additional income taxes 
which will arise in later years when depreciation based on 
the accelerated method will be less than that computed on 
the straight-line method. The portion of the estimated de¬ 
ferred income tax arising prior to the year ended February 
2, 1957 ($89,000), has been charged to earned surplus; 
however, for comparative purposes, effect has been given 
to such retroactive adjustment in the accompanying bal¬ 
ance sheet at January 28, 1956, and the statements of in¬ 
come and surplus for the fiscal year then ended. 

Note C — Maturities of Long-Term Debt —The maturi¬ 
ties of long-term notes payable to insurance companies 
are as follows: 

2.85% notes are due $100,000 annually through 1956, 
$216,000 annually thereafter through 1961, and 
$220,000 in 1962. 

2.90% notes are due $100,000 annually (commencing 
in 1957) through 1962, and $175,000 annually there¬ 
after through 1970. 

314 % notes are due $50,000 annually (commencing in 
1959) through 1962, $150,000 annually thereaftei 
through 1968, and $200,000 annually thereafter 
through 1975. 

Note D — Redemption of Cumulative Preferred Stock — 
The 3^4% series Cumulative Preferred Stock is redeem¬ 
able in whole or in part at $102.50, plus accrued divi¬ 
dends. In accordance with sinking fund provisions, the 
Company has, since February 1, 1948, purchased and re¬ 
tired at the rate of 700 shares a year, 6,300 shares of the 
original issue of such Preferred Stock and, in addition, 
has purchased in advance (at an average price of $94.09 
a share) 1,890 shares which are held in treasury at Feb¬ 
ruary 2, 1957, to meet future sinking fund requirements. 

Note E — Stock Options — In accordance with a stock 
option plan approved by the stockholders in prior years, 
options are granted by the Company to officers and man¬ 
agement employees for the purchase of Common Stock 
at prices based upon the market value at the date of grant. 
At February 2, 1957, 217,220 shares of Common Stock were 
reserved for issue under the plan, and options were out¬ 
standing for 123,480 shares, substantially all of which are 
at prices varying from $6.77 to $10.50 a share. Of the 


options outstanding at February 2, 1957, options for 27,280 
shares were exercisable at that date, and the balance will 
become exercisable during the next ten years as the re¬ 
quirement for continued employment is met. 

Note F — Restrictions on Surplus — Although the agiee- 
ments and provisions relating to long-term debt and to the 
Preferred Stock contain, among other covenants, limita¬ 
tions upon the payment of dividends (other than stock 
dividends) and the acquisition by the Company of its 
capital stock, $4,530,000 of earned surplus at February 
2, 1957, was free of such restrictions. 

Note G — Long-Term Leases — Principal properties of the 
Company in Atlanta are occupied under a lease agreement 
which expires in 1971, and provides for a minimum an¬ 
nual rent or 1 per cent of gross annual sales, if greater, 
plus $106,000. The principal properties located in Knox¬ 
ville are under a lease agreement which expires in 1986 
and which provides for fixed annual rents. The aggregate 
minimum annual rents under all leases amount to ap¬ 
proximately $1,009,000 occlusive of taxes, insurance, or 
other expenses which are payable under certain of the 
leases. 

Note H — Carrying Charges on Accounts Receivable — 
Carrying charges on accounts receivable for the fiscal year 
ended January 28, 1956, previously included with miscel¬ 
laneous other income, have, in the accompanying state¬ 
ment of income, been deducted from operating and gen¬ 
eral expenses to conform with the practice adopted for 
the fiscal year ended February 2, 1957. 

Note I — Costs and Expenses of Opening Knoxville 
Store — Extraordinary costs and expenses incurred during 
the fiscal year ended January 28, 1956, in connection with 
the opening of the new Knoxville store had the effect of 
reducing net income for that year by approximately 
$300,000. 

Note J — Reserves for Estimated Expenses — As of Jan¬ 
uary 29, 1955, the Company had made provision for re¬ 
serves for certain estimated expenses which were deemed 
to be deductible under Section 462 of the Internal Reve¬ 
nue Code. Such provision (net of applicable tax reduc¬ 
tion) was made by a charge to earned surplus. In view of 
the subsequent repeal of Section 462, the Company elimi¬ 
nated during the fiscal year ended January 28, 1956, the 
reserves previously provided, with a corresponding addi¬ 
tion to earned surplus in the amount of $418,000, rep¬ 
resenting reserves eliminated in the amount of $871,000 
less the additional income taxes of $453,000 applicable 
thereto. The elimination of these reserves had no signifi¬ 
cant effect on net current assets or earned surplus of the 
Company. 

Note K — Retirement Plan— Annual contributions are 
made by the Company to fund the cost of a retirement 
plan which provides for retirement and death benefits for 
its employees. The contributions under this plan amounted 
to $263,491 and $368,305 for the fiscal years ended 1957 
and 1956, respectively. 


ACCOUNTANTS’ REPORT 


Board of Directors 
RICH'S, Inc. 

Atlanta, Georgia 

We have examined the balance sheet of RICH’S, Inc., 
as of February 2, 1957, and the related statements of in¬ 
come and surplus for the fiscal year then ended. Our 
examination was made in accordance with generally ac¬ 
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circum¬ 
stances. We made a similar examination of the financial 
statements for the preceding year. 

In our opinion, the accompanying balance sheet and 
statements of income and surplus present fairly the finan¬ 
cial position of RICH’S, Inc. at February 2, 1957, and 
the results of its operations for the fiscal year then ended, 
in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the pre¬ 
ceding year. 


ERNST & ERNST 
Certified Public Accountants 


Atlanta, Georgia 
March 15, 1957 


















































IRICIHI’S — Southern Institu/tion. Since IS ST 







